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A healthsavings account (HSA) is a tadvantaged accountthatindividuals can useto pay fc

unreimbursed medical expenses (e.g., deductiblgsagments, coinsurance, and services not gyan J. Rosso

covered by insurancélthough eligibility to contribute to an HSA is assaigid withenrollment  analyst in Health Care
in high-deductible healtmsurancglans (HDHPs), HSAs are a trust/custodialaccount and al Financing

not health insurance.

HSAs have severaltaxadvantages: individual contributions are taxdeductible unless mad

through ecafeteria planemgdoyer contributionsindindividual contributions made through

cafeteria plamre excluded fromtaxable income and from Social Security, Medicare, and unemployment insurance taxes;
account earnings are taxexempt; and withdrawals are not taxed if ugedliited medical expenses.

Individuals may establish and contribute to an HSA for each month thatthey are covered undecaaliedHDHP, do

not have disqualifying coverage, and cannotccobntcarbk a i me d
established with an insurer, bank, or other Internal Revenue ServicafiR&)ved trustee and s tied to the individual.
Accountholders retain access to their accounts if they change employers, insurers, or sublseqaeetieligible to

contribute to the HSA

To be considered an HS@ualified HDHP, ehealth plan must meet severaltests: it must have a deductible above a certain
minimum level, it must limittotal annuadutof-pocketexpenditures for covered benefits to no more thartac maximum
level and it can provide only preventive care sendéges(for plan years beginning on or before December 31, 2021)
telehealth servicdsefore the deductible is met.202Q HSA-qualified HDHPs must have a minimum deductdfi&1 400

for selfonly coverage and $00for family coveragend arannual limit on owbf-pocket expenditures for covered benefits
that does not exceed $60 and $13@), respectivelyin 2021, HSAqualified HDHPs must have a minimum deductiifle
$1400 forselfonly coverage and $)0for family coveragand arannual limit on oubf-pocket expenditures for covered
benefitsthat does not exceed,$00 and $14,000, respectivelynese amounts are adjusted for inflation (rounded to the
nearest $50) annually.

If anindividualis eligible to contribute to an HSA atiye during a given taxyear, the totalamountthat individual may

contribute to his orher HSA is capped. Generally, the maximum amount an individual may contribute to hisorher HSA ina
taxyearis basd on the months during the yearthat he or she was considered HSA eligible; the type of HDHP coverage the
individualhad during thosemonths(selfin 1 y or family); and the individual’s
additional catchup contribudns). For 2020, the maximum annual amount an individual witkosifcoverage can

contribute to his orher HSA is $3,550 and the maximum annualamount anindividual with family coverage can contribute to
his orher HSA is $7,100-0r 2021, the maximum amial contribution limit amounts a$3,600 and $7,200 respectiveipr

those aged 55 orolder, the maxmum annualamount an individual can contribute to his orher HSA is increased by $1,000.
Individuals may have lower contribution limits if they were HSA eligible for the entire year.

Individuals may make tafxee HSA withdrawals to pay for the qualified medical expenses forthe accountholder, the

account holdéer spouse, or the account hold@ependentQualified medical expenséwclude the costsf diagnosis, cure,
mitigation, treatment, or prevention of disease andthe costs for treatments affecting any part of the body; the amounts paid
for transportation to receive medical care; and qualified-teng care services. In general, health inseggme miumsire

not considered qualifying medical expenses for HSA purgesesptn limited circumstancésWithdrawals not used to

pay for qualified medicalexpenses mustbeincludedinn d i vi dual ’s gross income when
andgenerally are also subject to a 20% penéigividuals do not needto be enrolled in an H§#alifiedHDHP to malke

withdrawals fronan HSA

Fortax year 2017, th&S estimated tha@million tax returns reported an HSA thatreceived employer tartitrins
(including preaxemployee contributionapd 19million taxreturns reported an HSA that receivetividualcontributions.
These populations are not mutually exclusive. Furthertioesalataareat the taxreturn level (not individual) and do not
account fomdividuals whowereeligible to contribute to adSAin 2017 but did not doso.
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Introduction

An HiSsA adtvamtaged account ptalaymtd is mdnieveifdobaulrss ecda n
medical expensespdemgnts . dedaictsibd@®@s¢ge,coand ser v
insurBnglkipty to ceinstrabudei dtoedSWwdehuenrbwld ment
health insurajhooverl®aAss a¢ HDHP st r ust/ custodial acc
insurance.

HS As were first aut horized mpm otvleaneMd d i caanrde MPrde s
Act ofP. 20-0MI@orE one t-ypka wadddvhatnattatghe d
accoéaumt antgheante nitn di vi duals crasne du snee dtiod apla ye xfpoern suensr

HSAs have several tax advantages: individual co
throogheter ieanpgd doayterriabnudh do ns dual contributions m
cafet earrieca epxlcalnuded fndmftraodmalBle iijanlec Sme va it y, Me.

unemployment aostbmdtaae etsaxmasy; be invested and an
earnings ar ewittahxd reaxwanlpst ; a rhe dn oqtu atla ¥d & di fmeudsiecda |

This report summualreszegovwdreniprg nkdS Asa,]l covering s
qualifying health insurance, c olntt riinbcuotripoonrsa,t ewi t
changes made to K9Asonasvia use Du kielda)s fep €2ddd eImi(cC GaVil dD
correspoadidsgemncludes fwiHSA ad adtias ctesmseinadnn d ®@ ns a1
i HDHP enr ol ]l metnitl izmd i HS A

Eligibility to Establish and

Individuals are eligible to esctoaabglrei suhn dienrd acnon t r
HSAualified HDHPs qudaol nfoyihmdeowamaoagebe claimed
on anot Hsert apx&rrseotnur n .

Whet her qsuoanmieiodn e si sf odre taenr mMdSnAe d as of the first o
might be eligible to comwmtfr ab gt sbentoitmmmh fi®sArin s o
For example, if someone firshis nd8AHeldi ginb ialni tHD
pediwould begin on IQedtiovh edm al s o finaatynhdk teweipte ht dhreaiw  HS
funidhsey become inetignanlkke cbntréebhntions until the
again.

Accosumtay be estahhissureadh cwotcho wpdamkisec,e s appr oved
Internal RelvRbhaoaemd@kd sedtuialadnceonutnt s A¢ khAsr) merdi ¢ al
savings ac cMBWARHS A{ Aralpdee c s t abldidsih d d nwilt moambank

1 Other categories of healttelated taxadvantaged accounts/arrangements include health flexible spending
arrangements (FSAs), Archer medical savings accounts (Archer MSAs), and health reimbursement arrangements
(HRAS). For more information on these tympdsax-advantaged accounts/arrangements|R8eP ublication 969:

Health Savings Accounts and Other Faavored Health Plans, Jaery 30, 2020athttps://mww.irs.govip ublirs-pdf/
p969.pdf Hereirafter IRS, Publication 969.

2Cafeteriaplana r ¢ f ur t h e Allodable Contsibutors . i n  «

3 Tax dependencsidetermined on a yearly basis anight not be known until the end of the yel®S, Publication

969 p.3

4 Archer MSAs are another type of healt#lated taxadvantaged account that individuals can use to set aside money to
pay for unreimbursed medical care. Because Archer MSAs sharesimaitarities to HSAs and existed before HSAs,
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entifiessumcheqadsandsarpepceréorvemehd t5Ak1 T RBi gible indivi
have the flexibility to establis horanmaHy Ac lwa d she a
not to establish an account

HSAualifid@Oe dhlicgh bl e Health Pl ans

To be HS A hqeuaalltihfuisptldame®t several tests: 1t mus:t

certain minimum dJoepvoeclk e ti te xnpuesntd iltiunriets ofuotr c over e

than a cert a,inamd xirtmuwamalidye sperleevent i ve care ser vic

beignning on or before Decembffaor 1t he 02CcYaatilhe a

Tablfeor t he mini mumodeodiketti B b TammAdeoa u tt h e

minmmueduct i-b¥peosc kaentd lountf t s for 2021

n adtdhp¢hisonc,over age cannot be limited to a mnarro
particular dmdgascoveecaglby o@lvheicsa goules i gned t o

emwtndi vidaat abf rmankiinngg athSdIA cont ri butions when 1

I
a
pr
they have i1is coverage for a marrow class of ben

Table 1.HSA -Qualified HDHP Deductible and Out -of-Pocket Limit Requirements

for 20 20
Requirement Self-Only Plan Family Plan
Minimum Deductible $1,400 $2,800
Out-of-Pocket Limit $6,900 $13,90

Source: Internal Revenue Service (IRB}ernal Revenue Bulle2idl922, Revenue Procedure 20185 ,May18,
2019 at https://www.irs.govrb/201922 IRB#REWROG2019-25.

Notes: HSA= health savings account. HDHPhigh-deductible health plamNot all HDHPs are considered HSA

qualified HDHPs. As aexample, plans may meet the deductible andofipocket limits but may cover more

than preventive care servicemnd telehealth servicesefore the deductible is met. Minimum deductible and-out

of-pocket limits apphonly to in-network payments forusualcustomary, and reasongbl€R)hargesUCR is

defined as 0the amount paid for a medical service in a ge
usually charge for the same or simil arGlossenati cal service. o
https://www.healthcare.gaglossanucr-usualcustomaryandreasonable/

Archer MSAs can be thought of as an older, more restrictive version of HSAs.

5|RS, Internal RevenuBulletin: 20042, Notice 20042, January 12, 2004, https://Mw.irs.govith/2004
02_IRB#NOT-20042. Hereinafter IR9nternal Revenue Bulletin: 2062, Notice 20042.

626 U.S.C. §223(c)(2) and IRBublication 969p. 3. Individuals shoulde able to find out from their insurer whether
theirhigh-deductible health plafHDHP) is HSA qualified Theycamot apply to the IRSoanaher government
agency for a determination.

726 U.S.C. §223(c)(2)(B).
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Mi ni mum Deductible

To be HSA qualisf iaendh,uad B Aktdlt yPRdn be 40 least §
for -eellyY o0 vifearagf amitl ymeotveb@@ElbedeasmoBat S8 are
djusted for inflation (rounded to the nearest

a
In addition, a health plnauyals, rceugsutiamadr yt,o athadk er €
charfges covethdtbamefi pttr whielne t e r mi ning whet her de
are YRete micianmmobté nc luded in meeting the deductible
I
r
d

f a headdehd upd taighulhefi e me p t rdirputgitiodna f f er ent t han
equirements for other benefits, in order for t
educt iabllse@enu stthen s mwmpu i .t ment s

OubbfLocket Limit

To be HS A hgeuaalltidii nuldaanb ml-odmibtc ket expenditures for
beneffoare-dfl y cmwetr aget 6 xXOZ@d $H57n9 @RF0D2r1 f a mily
politche sl,i mit musOt@ mo202& card .1$BNhe,sB0 0a mmu 02 lar e
adjusted fodedntfdathenndgaroasnt $50) annuvally.

Ge n e realrloyl,lsehea redmsgtu ¢ t ipbalyense,n t cs g anfdo rm eitmwsow tka n c e
coverage provi-geal iufnidectda kiflebnld Pi HiSts% ac count in det e
t hoevat4p oc kiemi t s a He we xheeeseedteldiimi t s s hould not be 1ir
omlolvadp oc ket expendi tEunrreosh yfeneetnghsp a b wshedrevaiscee.s
provi ddid tomwohrakt are in addithefintg. anboart aheeabil]
payments for no¢rciovdeecdibdlyi aireed HDHP do not <cou
ouvafpoc ke.tr Bmimu msHSfAp uw a tHhdeHR daanmoyd h e r  ianlssuwr admc e ot
count t o woafralc K eéite loiunti t

8RS, Internal Revenue Bulletin: 20122, Revenue Procedure 20-25, May B, 2019, ahttps://www.irs.govith/
201922_IRB#REVPROG201925 and IRS|nternal Revenue Bulleti?020-24, Revenue Procedure 2032, June
8, 2020, athttps:/mww.irs.govith/2020-24_IRB#REVVPROCG2020-32. Hereinafter IRSnternal Revenue Bulletin:
201922, Revenue Procedure 20-P% and IRS|Internal Revenue Bulletir2020-24, Revenue Procedure 2032,
respectively.

9 This and other HSA inflation adjustments are basechue Chained Consumer Price Index for All Urban

Consumers published by ¢iU.S. Department of Labor. 26 U.S.C. 8223(g)(1dB)vides that the measment period

for HSA inflation adjustmentsis the f®onth period ending on March 31 of theor year.

10ysual, customary, and reasonaljletUCR) is defined by the Centers for Medicare
a medical service in a geographiearbased on what providersin the area usually charge for the same or similar

medical service.” Ce n tGlossarydthitps:/iMev.tdalkthsareeqgdgidssambcdusuata i d ,
customaryandreasonable/f an enrollee pays a provider an amount greater than the UCR, then any amount above the

UCR does not count toward to the deductible.

11IRS, Internal Revenue Bulletin: 20045, Revenue Ruling 200488, April 12, 2004, ahttps://www.irs.govifb/2004
15 IRB#RR2004-38.

12|RS, Internal Revenue Bulletin: 20122, Revenue Procedure 20P% and IRS,Internal Revenue Bulletir2020-24,
Revenue Procedure 2032.
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Table 2. HSA -Qualified HDHP Deductible and Out  -of-Pocket Limit Requirements

for 2021
Requirement Self-Only Plan Family Plan
Minimum Deductible $1,400 $2,800
Out-of-Pocket Limit $7,000 $14,000

Source: Internal Revenue Service (IRBernal Revenue Bulle2®d20-24, Revenue Procedure 20282, June 8,
2020, athttps://www.irs.govrb/2020-24_IRB#REWR0OG2020-32.

Notes: HSA= health savings account. HDHPhigh-deductible health plafNot all HDHPs are considered HSA

qualified HDHPs. As an example, plans may meet the deductible araf-gaicket limits but may cover more

than preventive care services atalehealth services before the deductible is met. Minimum deductible and out

of-pocket limits applyonly to in-network payments forusual, customary, and reasor{alilk chargesUCR is

defined as 0the amount paid for a medical service in a ge
usually charge for the same or similar meticas er vi ce. 6 Cent er sGloksasyat Medi care & Med
https://www.healthcare.gaylossanucr-usualcustomaryandreasonable/

Services All owad Bted oBe RrtheeviDédeuctible Has B

Gener algqual iHHSiAed HDHPs are not allowed to provic
has been met-quabiwfeiveed , HDISPAs are allowed to prov
and (for plan yYyedrosr eb dgicnenmbnegr o3nl ,012021) telehea
deductible or with a deductible less than the a
requife ment

/Ul YI OUDPYIl w" EUIl w2l UYPEI U

Il RBui dpmowtikdgerteventincédba@d@arse s n,pterliiomdiitce dhetad t h
evaluations, rowthided premrat a mmaamd zwe¢libobns, t obac
obesityowsi phtogr ams, and 4Darrusgesds medreenhiogssenm
consider ed wwhn vteankteinv eb yc aar epoepresdo nr iwshko fhaacst odresv efl o r
that has not yet manifested pDtpeclfadmtenst yet Db
recurfence

Additionqudlif iHSJAA HDHPs are reqmiikeateadt bomply
insuregaéeér ement to provide specified preventive
sharfFomg. t his preequueinteimehtcarsd evedenececsdices that
effect WUotBtiinn gt hoef cur r entf rtechceo Wman dadt Sams e Pr
Services Task Force, rout i-mes edompmée venhti ome ,c and
screenings for "Bemenmnsa@and he¢hi rédgqanr ement provide

1326 U.S.C. §223(c)(2)(C), 26 U.S.C. §223(c)(2)(E).

14|RS, Publication 969 p. 3, and IRS|nternal Revenue Bulletin: 20045, Notice 200423, April 12, 2004, at
https://mmw.irs.govith/2004-15_IRB#NOT-2004-23. Hereinafter IRSnternal Revenue Bulletin: 20045, Notice
2004-23.

15|RS, Internal Revenue Bulletin: 20033, Notice 200450, August 16, 2004, dtttps://www.irs.govifb/2004
33_IRB#NOT-200450. Hereinafter IR9nternal Revenue Bulletin: 20033, Notice 200450.

1642 U.S.C. 830094 3.

1742 U.S.C. 8300gd 3. For more information about preventive care services, see Department thf &tehHuman

Ser v iRraventiveCare” F e br u a rhitpsl/mww.Bh8.doWealthearedboutthe-acapreventivecare/

index.html The United States Preventi@ervices Task Force is an independent, volunteer panel of expertsin
prevention, evidencbased medicine, and primary care. The task force makes preventive care recommendations and
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—

ncludiqma@a | HS Aed HDHPsy, ccoasntn osth airmpnogs ef oarn t he s pe
ervices, all such s equwalciefsi emdu sHpHPesn dbeedfeocrted btbhye
s met and such coverage does notqudailsfgfuiacldi.fy t h

—-

I n gener ala,r eprdeoveesn tniovte icnc lude services or benef
illnesses, i n,jlutrh gl tohrma aceo enpd titit of mt@hsies erxwleep.t i o n
allpmbeductiblerccat entadmgert c pd emt el e ntoi vel fcarte ser v

wouhabemnreasonable or imprpcocdadsutcech t o per form
treatfment

Thseecond axt o pdscidpuncet i bl & pceacvi dfrmsglea nodf s er vices pr
botbh treat anosiaadliwitdhadomdiegponding chronic co
de

exacerbation of the chronic condi¢s Bambloe t he
3).20

Table 3.HSA -Qualified HDHP Preventive Care Services for
Specified Chronic Conditions

Items and Service Chronic Condition

Angiotensin Converting Enzyme (ACE) inhibitors Congestive heart failure, diabetes, and/or coronary
artery disease

Anti-resorptive therapy Osteoporosis and/or osteopenia

Betablockers Congestive heart failure and/or coronary artery disea:

Blood pressure monitor Hypertension

Inhaled corticosteroids Asthma

Insulin and other glucose lowering agents Diabetes

Retinopathy screening Diabetes

Peak flow meter Asthma

Glucometer Diabetes

Hemoglobin Alc testing Diabetes

International Normalized Ratio (INR) testing Liver disease and/or bleeding disorders

Low-Density Lipoprotein (LDL) testing Heart disease

Selective Serotonin Reuptake Inhibitors (SSRISs) Depression

Statins Heart disease and/or diabetes

Source: Internal Revenue Servicénternal Revenue Bulletin: 2829\ otice 201945, August 5, 2019, at
https://www.irs.govrb/2019-32_IRB#NOT-201945.

assigns each recommendation a letter grade based on the strength afeheeesupporting the recommendation. For

more information about the task force, see U. S. Preventive
https://mmw.uspreventiveservicestaskforce.org/

18RS, Internal Revenue Bulletin: 20180, Notice 201357, September 30, 2013, lattps://mww.irs.govikb/2013

40_IRB#NOT-201357.

19|RS, Internal Revenue Bulletin: 20033, Notice200450.

20|RS, Internal Revenue Bulletin: 20182, Notice 201945, August 5, 2019, dittps:/www.irs.govifb/2019-
32_IRB#NOT-201945.
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Notes: HSA= health savings account. HDHPhigh-deductible health plan. The iten@ndservices in this table
are treated as preventive care for purposes of H§éalified HDHPs if prescribed both to treat an individual
diagnosed with corresponding chronic conditions and to prevent the exacerbation of the chronic condition or
the developmentof a secondary condition.

Thtthird exception was deveUCOVYIleldDY dryd ¢ thiec I RBd i n 1
correspondildgder ctelsisiSoApx a tHpAHRash ¢ allowed to pro
benefitst hreedfatrerg ff or COVHIDt rbeeaftonreen tt hoef deductible
Speciplaakl x,an providéobe¢onwfngs (i fgandumg etdhon
2020): diagnostic testing for influenza A & B,
syncwitgammsddny i1items or services rTrequired to be co
Sectiont h6el0 OFla mifl i es Fir st PColLr-6o 213 vaisr uasyn eRncdsepdo nbs e ¢
Coronavidusf Ai d,ndRe&Ec oh ChRES BaAdk tul[r3)i8&s Acutc h,
HSAual HPHRda mtreeat i s fgo Y endegwit ¢ met ol aCtoeVd D
tesdndgstill beldgmnbldered HSA

OOOPEBEEOI Wi EOUT w21 UYPEIT U
HSAualifiewd t HDHP o lbacngome oar tlkdtor e Ihercee nablel ro w3eld,
provide telehe abletnhewfinimhkso wtt hao rd evdeuncdhtt ieb ldead ec t i b

t
than the aforementioned minTmusm raengnmiarl e ndeendtu cat pipbl
telehealth and other remote careé® services provi

-gHSaAl i fied HDHP enroldlldeswhwhe mayboaprvrpds €O&h Ms
m poten?Asals exlp,opuwudriecamhi S AHDHP imlidnaddministr
ponded 18 tphaod@VilcddDvi ding welbhbuweatl ahdsdnwovichbdl
ol

0
h
e
his provision was anwaiundteedn diend tthoe iGhARrEeSa sAec the al
0
r
e
n l e e swooufl d hnaot H WA ocaent iagshleai krrige¢ syul t. of t hat deci

@ =o-hh
- »n o = =

Di squali fying Coverage

There are a number of ways in which gamnidndividu
contributing to an HSA, even i-fudhiefiadi HDHR.al

Individuals genamatl hemnpnltthht antio ditsalgar il Af ied HDHP
t hmtovides ¢ overtahgaet fiosr caonvye Ho@eldm elufinifdtic’éid otrH o H P

21|RS, Internal Revenue Bulletin: 20204, Notice 202615, March 30, 2020, dtttps:/WWw.irs.goviFb/2020-
14 IRB#NOT-2020-15.

22|RS, Internal Revenue Bulletin: 202P2, Notice202029, May 26, 2020, dittps://www.irs.govifb/2020-

22 IRB#NOT-202029. Hereinafter IRgnternal Revenue Bulletin: 202D2, Notice2020-29. For an overview of
Section 6001 of thBamilies First Coronavirus Response Aaid the Cosnavirus Aid, Relief, and Economic Security
(CARES) Act, se€CRS Report R46316jealth Care Provisions in the Families First Coronavirus Response Act, P.L.
116-127andCRS Report R46334&elected Health Provisions in Title 11l of the CARES Act (P.L-136),

respectively.

23RS, Internal Revenue Bulletin: 2022, Notice2020-29.

24U.S. Congress, Senate Committee on FinaBoepnavirus Aid, Relief, anBconomic Security Act SubtitledD
Finance Committee Sectidny-Sectioncommittee print, 11%8Cong., ahttps:/mw.finance.senate.gowmo/media/
doclCARES%620Act%20Sectiorby-Section%2QFinance%20Health).pdf

25|n this context, the termealth plaris not limited to traditional health insurantgpes of arrangements. For example,
health flexible spending arrangements (FSAs) and health reimbursement arratg@iiAs) would constitute a

health plan In addition, and as mentionedin a recent notice of proposed rulemaking, direct primary care arrangements
that provide for a variety of primary care services (e.g., physical examinations, urgent care, labestirngyand

treatment and diagnosis of sicknesses or injuries) would also constitute a health plan. 26 U.S.C. §223(c)(1)(A)(ii). IRS,
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example, 1nadn vHSdA 4 HPHBvdarthe not eligible to estal
HS A i f & tceoyv earlesdo u n'sd ep o loircs yp b @ s saanmle stphednte € i t s
poligx ynot-qual iHSiAed HDHP

Some types of health coverage are not considere
establish and é6€mverriagpumtyef wtaon eafni tHSpA.ovided wunder
insur/ande ¢ o(vtehrraoguegh i ns u if aamrcccei dbars tod jhleirtwyi,s ev)i s i on
dent adtosagemacereot considered disquafdid fying he
plan years beginning othedbehbelfoheaidd cneommber Bdmo
considered disquwatifying health covera
Indivirdamadet allowed to establish or contribute
whi c h gfeinoesrc¢aultriliyegaeh F°.

HSA1igible individuals geesntearballilsyh enda yf Ineoxti bhl a&v es pe
ccouUumhSAheradth reimburHRAsemlti cale caoruenttswo ot her t
r el a taeddv atnatxa g ewW n htelxsosuen tasc counts (1) are for 11mi
dental services or preventive c¢ arde)b,yHSt&h)e pr ovi d
qual HDPHR donly after the qualifying d®ductible 1i:

Additional Guidelines

HSAualified dMMH®P deon rnooltl ekcave ditsiqiuabhrBSyAmgnrsddec
eligible eventiof amddewndiecawve mpd oygsee assistance pr
management program, or welldesst ppoeggnadt i pamtvi d
benefits in the nat ur3HSoAf uanleidfiicead HKDDHPe eonmrr o Irleeaets
receimentrender the Veterans Health Administrat:i
Af fairs,cbanestctedidiesabitititg’eblal so are still H;

Internal RevenuBulletin: 200422, Revised Rule 20045, June 1, 2004, attps://mwv.irs.govitb/200422_IRB#RR

200445. Hereinafter IRInternal RevenuBulletin: 200422,Revised Rule 2004 5 . I RS, “Certain Medical
Ar r an ge mPeadarad RedisteB5398, June 10, 2020.

26 Inversely, although indiduals are allowed to have these additional types of coverage (in conjuncture with an HSA

qualified HDHP) and remain HSA eligible, a plan in which all of the coverage is through permittedinsurance and/or

coverage for accidents, disability, vision camenthl care or longerm care would not be considered an H$#lified

HDHP and an individual would not be eligible for an HSA with only these types of insuranc®uBR&;ation 969 p.

5.

27 permitted insurances defined at 26 U.S.C. §223(c)(3)iasurance under which substantially all coverage relates to
liabilities incurred under worket€ompensation laws, tort liabilities, or liabilities related to ownership or use of
property (such as automobile insurance); insurance for a specified diseasessyaltriesurance that pays a fixed
amount per day or other period of hospitalization

28 This requirement applies to telehealth and other remote care coverage provided on or after January 1, 2020. IRS,
Internal Revenue Bulletin: 2022, Notice2020-29.

29 Although the law states that eligibledividuals are no longer able testablish and contribute to HSAs after

becoming‘entitledto benefitsunderMe di care, t he I RS interprasmeanimghe phrase “en
“el i gi beinlriotlylineithedMédicare Part A dviedicarePart B26 U.S.C. §223(b)(7) and IRSternal

Revenue Bulletin: 20083, Notice 200450. For more information on the relationship between HSAs and Medicare,

seeCRS In Focus IF1142% ealth Savings Accounts (HSAs) and Medicare

30|RS, Internal RevenuBulletin: 200422, Revised Rule 20045.

8'Screening and other preventive care services are not cons.i
treatnme n t . Tntemd Bevenue Bulletin: 20033, Notice 200450.

3226 U.S.C. §223(c)(1)(Cperviceconnected disabilitwithin the meaning of 38 U.S.C. §101(16).
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HSA Contributions

Contribution Limits

If an individua s e¢lti goubrlidn gt @ @gawtmi bwtxe yteara
amount that 1ndi dual may contribute to his or
amount an indiwv al may contribute to his or h
HDHP coverage t hodevmdmd lhys hagrd bfkai minkdyg)v i d u a l

agentdhe months during the year t hCaotnthrei baurt isohmhes Ww:
HSAs may be made at angndimdtedlertabgi acombendarr
filingitdhaotuet (ewwt ensions ), nor mdlhluys ,Apcuotditorh § o f t
ould occumo mtvlesrpg damel(5¢’2 g. , fr omhdawmgkRhAp rli, 1 21052,0
rovided they do not exceed the allowable annua

020mbhexi mmnaul contribution-olnilmyi tc oivse 08B, d5058rth df &17 ,
mily ¥lov®2 htglee mawa Imucno mtnmi butionodlimit is §3),
veragdOandfdr$ T,a2d8Tlhye capwedrnag@ad.le annual 1imits a
ntributions to tihfr dlthAi idowmi & 4Tl hseosaienr da enasomupnl tosy e
e adjusted for inflation (rounded to the mnear

additio
contrib

w0 o B

n, account holders who are tasth 1
u
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ion of $1,000 each year, which 1is

n

limnta moretbhycwmdated for each month
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f the applicable annual fIidmintuarFor exa
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HSA Contribution Rules for Married Couples

Spouses are prevented from having joint HSA accounts (even if thessp@use covered by the same AMS
qualifiedHDHP). Only one spouse can be listed as the account holder for a given HSA, even tthaighousé s
HSA may be used to reimburse the medical expenses of either spouse. Nothing prevents each spouse fron]
establishing his or her owHSA, assuming each is eligible.

If both spouses are HSAligible and at least one spouse is covered by a faroierage HSAjualifiedHDHP, then
the maximum amountthe couple can collectively contributeto its HSA(S) is associated with the family cove

33|RS, Internal RevenuBulletin: 20042, Notice 20042.

34|RS, Internal Revenue Bulletir2019-22, Revenue Procedure 20-2%.
35|RS, Internal Revenue Bulletir2020-24, Revenue Procedure 2032.
3626 U.S.C. §223(b)(8).

3726 U.S.C. §223(b)(8)(iii).
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annuallimit for thatyear ($7,100 in 2020d$7,200 in 202} The collective maximum amount is to be split
ewvenly between the spouses' HSAs, unless both agree on a different d#fisfdmoth spouses are aged 55 or
older and eligible to make catelnp contributions, each spouse must make such a contribution to his or her ow
account; one spouse cannot make catgh contributionsto his or her own HSA on behalf of the other spodge.

Whe mpe la,c alblSiAkmutsstr ebddenc ed by t He rceaombturnitb wtfi camsy

individual Ar mhke MO As hduring the s ametoyamar or f
HAf r ¢rma ditiodakRlIAsqgqr thet Hatter of which 1s discus

Any excess contributions to an HSA are not tax
treated as gross income for tehaer nteadk. yExacre sisn whi
contributions generall(s Barbel)es uhjest theachWepasn
are withdrawn patiorof othhey¢tax theéiaRcfdsnsotcontr
withdr awn, this penalty tax would apply to each
account

All owable Contributors

Eligible indivi dounatlrsi bnuahyt Sryas detneodnipd ey e re, family
me mber s, and ot her inditvo daum 1isn dbd&vih demaakle c ont r i b
indi Wwbeh@Tdnt ributions by one individual or ent i
ot hers, pr amodedonotlirei btuatbisolnesx cdeoeeds annu®l contrib
Employed individuals may cnaafkeet eHSi Aa acpol natgwrsi bbuetnieofni st
arrangements established by emplokeme mpadeirn whi
exchange for t hpeo sdiitfefdSrkermatdiBb eiamg edd hese types

individual contributions are excludad fTRSEmhgs os
determined that salary reducti,omcagrnedmentss aeus
theiAr cbhSht ributions throughout the year as long
however, empl oyer s HbBaAy cpolnatdrei chstuetwirtodnd et ti lbinss toyp e

3826 U.S.C. §223(b)(5).

39|RS, Internal Revenue Bulletin: 20689, Notice200859, July 21, 20083t https://mwwv.irs.govith/2008-
29 IRB#NOT-200859.

4026 U.S.C. 84973(a) and (g). As an example, if individuab isHSA eligible from January through July contribite

more tharseventwelfthsoft he annuwual 1imit for that year, then that indiv
withdraw the excess contributions. If the funds are not withdrawn, the excess contributions would be subject to a 6%

penalty tax. IRSPublication 9, pp. 89.

41 An employets contributions to employeddSAs are subject to 26 U.S.C. 4980G, which requires the employer to
provide comparable HSA contributionsto all comparable participating employees, unless the employer makes the HSA
contributions though acafeteria planif an employer contributes to employ&beSAs under a cafeteria plan, then the
contributions are subject to the cafeteria plan nondiscrimination rules. For more detdiRS; de¢ernal Revenue

Bulletin: 200433, Notice 200450 and26 U.S.C. 8223(b)(4).

4226 U.S.C. §223(b)(4).

43 |n general, a cafeteria plan is a pretax salary reduction agreement that employers can offer their erujpidgreas

cafeteria plan, an employallows employeesto choose to forego a portion of their salary to instead receive a qualified

benefit. The amount that goes toward the qualified benefit is then excluded from federal incqragrafitaxes.

Cafeteria plans must always offer employees a chmteeen at least one taxable bengdfig., cashand at least one

gualified (nontaxable) benefit but may also include additional benefit chéi&8s can be considered a qualified

benefit under a cafeteria pladSA contributions made in this manner areated as employer contributions and are

excluded from the employee’s income for feder260.SG.ax purpose
8125,

Congressional Research Senice 9



Health Savings Accounts (HSAs)

arrangdmeedstet raippliyo ntso d4UTlhle B Sfiphhablse é €« mi ned t hat th
agreements alnakwve eanmmp Isomygedrmsy @tleo e x pect ed HSA contr
t o the seconptlhoayte et h ec oevneprl onyeedei cnaaly ehxipse nosmersh etmhta t e x
HS A ba,pamowasded t hesthanpd olyercatred acyont ributions b
ye®r

HS Aot ributors cannot restrict how HSA funds ar ¢
HSAs to certaimmmaddiccadlomgppawsas for fdnds they
Ther edcooruen,t wmvawynackres wi tfhrdorma walflesmty aHS it A pose, though
nongqu avliitfthiderda wals are s ubjienc tt htetNetragxtaatbinon ,e das di
Expen?des

El i gn i wi diuvasles omahdevra nttaaxg e di naccrceoausnet st hteo a mount o f
available 1in their HSAs. Specifically, individu:
from an Ar cher MS Aa o eynezanro tpHeerrd ioRdlS. A uddad si mgd s 0 may
onda@lifetime distradiuttiioohaRlA recommdRahtelp os tt i1t into
which is fhetonrualincentribu€hwtnribmiiendEkismirtisb
sect®Threse types of HSA contributions are subjec
contributions ,“Tax Aldivsacnutsdsgeeds tiond nt thSeA s

Eligibility to Withdraw HSA F

An account holder may wi trhedgraarwd |HSsAs fdsfn dtsh ea ta cam o
eligibility H®SAcOCGatarndblulty, twi tttheédr awals must be
expenses for the accdsunstp chuoslad,e rqr tsthhee aacccooarmntt hlo
depend®hAmyt swit hdrawals for niomghlhutdhied iadcadc e kpte ns e s
h o 1’dgerro s s ewilnedne me r mi ni ng f eadnedrgazln eisnacbo]ngec tt atxoe sa n
additional( sZEeBd).fPenalty

Neither the accowmtt Mholbdpeorn seoort depaadents nee
under the samquatifepdr HDHPHS Aor the account h
Likewise, having disqualifying coverage would n
nds leFomnexazmmunt holder who enrolls in M

d
0

HS A fu
ineligible to establish or contribute to an HSA
funds from a previously established HSA.

4|RS, Internal Revenue Bulletin: 20033, Notice 200450.
43RS, Internal Revenue Bulletir2004-33, Notice 200450.
46 |RS, Internal Revenue Bulletin: 20033, Notice 200450.

47 Thereis no limit on the number of HSA rolloversif they are sent directly from one trustee to another. Additionally,
individuals do not needto be HSA eligible to roll over funds from an existing HSA to a new HSAPURE;ation
969, p. 8.

4826 U.S.C.8408(d)(9). IRSPublication 969 p. 7.

491n this context, the termependenincludes all dependents that the account holder elaimhis other tax return and

any person the account holder could éalaimed as a dependent on hifier tax return excephat (a) the person filed

a joint return, (b) the person had a gross income of $4,050 or more, or (c) the account holder could have been claimed
as a dependent o nlRS Publcation®699.19s e’ s r et ur n.

50 Nonmedical HSA distributions for thosged 65 and older are treated as ordinary income and are not subject to a
penalty.
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HSA Wit hdr awals

Qualified Medical Expenses

As doabove, HSA withdrawals are exempt from fed
gualified medi caheexpeonses holdpouseéeheonctbandc
hol'dedependents . f dS At We srhedmeazipna hesxeesmp tn cformem f eder
taxes tcdhwemn fioff eméinvt il dwmealds are nquatofvead dHDHR cor
have disqualifying coverage.

For HSA puwalpiofsieesd, meadiec a&lo nesxipdecnr seedd ensocsrti bneedd iicna I
2. S. C.) §2n & (fdunretdh eciBu elxRpSl atMean cal2 ,and Pent al E x
Mor e s peqcuiafliicfa leldy, madﬁcdbfenpdnaes1nclud1ng t he
diagnosis, cur e, mitigation, treat ment, or prev
affeong any part of the body; the amounts paid f
qualif-i edml oapg’%The e CAREPS slAelt3)d(6 cerpahited
definiHSiAomuafified tmadimaletaxmpdn samadwe¢t pec oduct s
counter medications and drugs (without a prescr

Oft he medical expenses mentioned ingfebalfl €. § 2
ar e not considered qualpuripds e vhenw, 2z ltaeaep dmwuuas f o
exceptions to (tlh)igleornmgl e arwhiahuvamace, (2) healt
during periods of continuat i@ms ocbivkataggd O@mmiub u s
Budget Reconcili OBRA) Ac¢393okhkeahighk insurance pr
in wthhe hi ndividual is receiving unempldéyment c o1
years and older, anynbhkudthg i Mesdircammrce baretmi B mpr
a Madiec suppledhental policy.

There is mno time | imneednt othdeedpapiSdie rwei it thbdur raswea 1 s

payment s froerd)iecxpplad s € s edprovided “Hbowpw&thg rtHec or d
may not be used to pay expensecFornexamplde before
holdgunammafyi pdym@d@ild®al expenses today us
hetd may20€d®8 use the adreoxaphnetn steos pianyc ufrorre c

ount
ablis
7si1ince this wa s before the account wa s estab

NN o o®
ocow o
— = O

Nonqualified Expenses

Withdrawalte pgpafiefded mmdsc¢iankeeeukdpeedn siens ount
hol’dgerros s whednemer mining fecadngleabamdd ymbjtaxes o a
penalty, Tab4dEhewmenal ty is waived in cases of d

51 Qualified medical expenses that were paid for with an HSA withdrawal cannot be used for a medical and dental
expenses deduction. IRBublication 502 (2019), Medical aridental Expensedanuary 21, 2020, at
https://mmw.irs.govpublicationgh502 Hereinafter IRSPublication 502.

52 A nonexclusive list of qualified medical expenses can be found inPRBlication 502 Also see 26 U.S.C. §213(d).
5326 U.S.C. §223(d)(2)(A), as amended by Section 3702bf116136. Prior to the CARES Act, ovethe-counter
medicines and drugs (other thimsulin) were not considered &SA qualified medical expense unless an individual
received a corresponding prescription for eachr-the-counterexpense.

5426 U.S.C. §223(d)(2)(C). IRBublication 969 p. 10.

55|RS, Internal Revenue Bulletin: 20033, Notice 200450.
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nonquali:
1s
balance

individagial anthgebdvever, withdrawals for
treated as5Tghreorses iisn cnoomer e quir e ment ,p laagsnhsh e r ¢
individuals begin to spend down account
Table 4. HSA Penalty Taxes
Penalty Tax Tax Percentage Tax Base Authorizing Law

Withdrawal of Funds for

Nonqualified Medical 20% Amount of Withdrawal 26U.S.C. 8§223(f)(4)
Expenses

Failure to Maintain HSA Contributions into HSA

Eligibility During Testing 10% for Months Not Covered 26 U.S.C. §223(b)(8)
Period® by HSAQualified HDHP

Excess Contributions 6% Additional Contribution 26 U.S.C. §4973(and (g)

Above HSA Annual Limit Amount

Source: Congressional Research Service analysis of tax code.
Notes: HSA= health savings account.

a.
b.

The penalty is waived in cases of disability or death and for individual$agend older

Individuals who are eligible during the last month of the year are treated as ifntheyeereligible for the
entire yearand thus are allowedo contribute up to the annual limitindividuals who make additional
contributions under thigule must maintai their HSA eligibility for the following yeathe testing peried
exceptin cases of disability or death.

of HSAs

ar e rterfieprlree d atxo( &aflsv ehnatvai gnégb vat i
(2)acezommimntggromw tthe free, and (
are net subject to taxation.

Qual infdievd dmals
deduction on
558The dedalbothheen,nRat i
may be ttakpmegdys dl es s
itemized deduction.

Ta x

HS As of ten
income,
expenses

Advantages

wh o

S

9

of whether they ¢

Table 5.Tax Advantages of Various Types of HSA Contributions

Can Be Used to Claim
Federal HSA Tax
Deduction

Counts Toward
Annual HSA
Contribution Limit

HSA Contribution
Type

Counts as Federal
Taxable Income

Individual Contributioa Yes

No

No
No

Yes

Employer Contributiof? Yes

%26 U.S.C. §223(f)(4). If the account holder dies
becomes the account holder . I f someone ot her than
account ceaseto be an HSA and must be included as gross income by the inheritor. 26 U.S.C. 8223(f)(8)(A).
57 Employee Benefit Research InstituTde Triple Tax Advantage of an HSIly 31, 2014, dittps://mww.ebri.org/

docsflefault sourcefast-factsff-292-hsatax-31july14 pdfafvrsn=2f38342f_2

58 Individuals who may be claimed as a dependent are not eligible to establish an HSA; therefore ribeglaible
for this deduction.
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Health Savings Accounts (HSAs)

Can Be Used to Claim Counts Toward
HSA Contribution Federal HSA Tax Counts as Federal Annual HSA
Type Deduction Taxable Income Contribution Limit
Traditional or Roth IRA
Distribution to HSA No No Yes
Archer MSA and Other
HSA Rollover No No No
Investment Earnings Not applicable No No

Source: IRSPublication 969: Health Savings Accounts and @&dRavored Health Plaharch 1, 2018, at
https://www.irs.goygubirs-pdfp969.pdf

Notes: HSA= health savings accoulixcess HSA contributions count toward gross income, cannot be used to
claim the HSA tax deduction, and are subject to a 6% penalty tax.
a. Includes accountholder contributions and other contributions made by individuals on behalf of the account
holder (notincluding employer contributions).
Includes employee contributions madlerough acafeteria plan

A oncein-a-lifetime traditional or Roth individual retirement account (IRA) distribution to an HSA would
not be subject to early IRA withdrawal penalties.

Individuals may c¢claim the tax hkadadudSiAenthat all
made either by the individual or on behalf of
contributionsafatdegr olwrephgdhea course of the year
tax filing deadlinnge .t hFeo rd eidnudcitviiodm,a ltsh ec Itaoitmail t a x
contributions déspemadrsgismarlan ei mdidwimdpwdaolymount of
contributions tHSE At he individual

No deduction maoyne-bwml icflamé me d n fmo malmu tl iRAn (fheugh t h
distribypttmajgd izednot ot her Niskemi MBEA bre)otoherf oHS A
roll PVkekese amounts do noh deunat masniggbdsmc o me otma:

e mpsl ocyeemrt t bpbani ¢I8 A dcuacntneodt bbye edniepl oyees as HSA
as medical expenscececdkedudethpd gpgmbse weiviea g me¢ hicry
termining the® Iniadthempdimyeht abbhxttpbndedr e
®anc Beaclur i teyd iacnadr eM t axes f or b atnidreexmeplluodyeedr s and
om federal unempPb&fmeeamplomy eaerthinst ebl 8t Aahxeers

® T R0 0 h th L0
= = e e I e I =

raogheteritecheplcaoomt ributions are considered to
cluded frdsm grhoes s mpdogyme in deter mining his or
emp tt hfeh mene e mplOYymenal thexewswr ity, Medicare, anc
surandre ¢mgployee cannot deducthraomeghfitwas ecoatri
.an

SA balances can be invested similar to IRAs (e
nd any associated eafnings can accumulate tax

5926 U.S.C. §223(d)(4)(A).
60|RS, Publication 969 pp. 7-8.
61|RS, Internal RevenuBulletin: 20042, Notice 20042.

62|f an individual is sefemployedthe HSA deduction doesot affect selfemploymeninetearningsas a
consequence{SA contributionsire not exempt from Social Security and MedicgBel-Employment Contribution
Act or SECA) taxeslIRS, Internal Revenue Bulletin: 20033, Notice 200450.

63|RS, Internal Revenue Bulletin: 20023, Notice 200450, andIRS, Publication 969p. 3.
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State income taxes generally folddowxdbkderads rul
However, sombosstattwle flimgeindotrentmphe, Californ
not recogni-zdv dS Aa g afdo ra asxtoautnet si n.#*DPhmer ¢ A xr purg o s e
California taxpayHS$ A wihso trceoquunrairebeia€saeldi hftiasr moira h e r

adjusted gross income by an ’a md3$A tdwreedjoweatlh itso t he
her federal retur n, the interest earnésd on t he

employer Thssinnerkasgerestudte tax burden (or

taxpayer

HDHP Enroll ment and HSA Utili

Data Challenges

Whiilte would be be nsetfaitciisatli ¢toop ashtelihdgyo ®HiSeAg i bl e t o
establish amdHS &t & ot shbauet nea mtdol ead-q u a 1 H B HBHd A
dmot have any di)stchealei fisinlg mi oednaglosy mpopohatw

The lack of available data st eqmsaliirf ipaadreeHDHPsm t
t wo separ anof tperno dcuacnt sbe administeFed byampbe s ep:
some individuals have their HSA established with
administered by another ttyjeato £ri msatsiet, uttihoen,i nsw
have insight’'potmetmd iaddiedigudlidity noo beawmerdabwute
informagavonding ’‘tHSeA ianc@tiivveiduyyatontributions, 1inve
wit hdr awal(sayndolannvteirnsge Ifyor t he facthdwhatHSAdiIividu
anwWithdraw HSA funds when they are ntohel olSgAer e i
holding institution 11kel yenwooullldnennott ibne oarw adries eon
from agnu aHISiAf 1 8d ¢ HDHPH SoA htohlndsitnigt ut i ons may mnot kmn
indiiwi dlSaAl eligibility and insusyeHSAmagnmoib ktioon

As a trlkesmd tnsaiyndgelde snobuor caen s weonkepfquas erest, for
how many individuals eligible to open % n HSA or
I nstHSaAd r es ear ch tends to f ocqua loinf ioende HDXHPt weon rpooc
or HS A Alotlhdoew gsh. t hcets ep otpwiol aptricochss over lap, they a
For examplequanloitf ialdl HISHAP eelnirigalbdtece btloar s chre d
contridmtAddand not all HSA holdergsuaclurfriendtly ar
HDHB=mar e cyurerleingtilbl et ot @ nc HStAr i but e

Within t hoitsh eere smeatrhcohd ol omi ©c at hki mixttatnitontso which
can be generalized t-oudalhief ieend i HOHPHSAD, famdla lolrp HS A
ma nHyS A o I/dHESgAu a | HDHEB d e nsrtouldleetey on s ur bagpdinef siessur
or HS A ad nilimneidsaginm y t amoast. iboen a 1 1 y nragp ro ensnehmdtj auts it veed,

resul asufveomstchtatusdeo a random sampleomdythe popu
usaedministrative data Ifatoino m w hadssaed ddaabtban . o As t h @ c

64 California Assembly AB 2384 (Choi): Income Tax: Health Savings Accouattsttps:/leginfo.legislature.ca.gov/
facesbhillNavClient.xhtmI®ill_id=201920200AB2384

65 A recent study surveyed individuals to determine and evaluate HSA use amongst people enrolledddutighle

health plans. For purposes of the study, fimdsshatcoudbes de fined
used to pay for medical care (e.g., health reimbursement arrangements [HRASs]). Jeffrey T. Kullgren, Elizabeth Q. CIliff,

and Christopher Krenz, et al . | “Use of JAMANEtwohk OPpenv i n g s Accou
2020;3(7):€2011014.doi:10.1001/jamanetworkopen.2020.11014
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dat a emtpiorpea ]l at i-oma loiff iHSAA HDHP e n a oséolneecevsh aotr HS A
limited.

Current crahoeveveghl i ght wiatehpectgqteh #i§ Aed HDHP
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From a hist orurhctailp Iset asnoduprocienst have demonstrated ¢
qualified HDHP e n-2 ©®0 AnmeAmtésr si ibadhanlest dtr haenrcaep dPrlta n s
using survey data from insurers haguahofwned con
HDHPs sold by commercial 1insawmrde tfs oigrp tmme kientdsi v i
from 2005 €hrough 2017.
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66 The issue brief discussed five surveys that were produced by five entities, however one entity did not have 2018

estimates. The sourcesincluded in the issue brief were produced by the EmployeeRRmeefich Institute

(EBRI)/Greenwald & Associates, Kaiser Family Foundation (KFF), Mercer, National Center for Health Statistics

( NCHS) , and America’s Health Insurance Pl an-qualifiecAHTI P) . Of t he
HDHP estimatesirladed in the issue brief. Paul Fronstimrolimentin HSAEligible Health Plans: Slow Steady

Growth Continued Into 201L&mployee Benefit Research Institute, March 28, 2019, ph&jas://www.ebri.orglocs/
defaultsourceébriissuebrief/ebri_ib_478 hsaenrollmert8marl9.pdf8fvrsn=e86b3f2f _4#:~:text=
IN%202017%2C%20both%20the%20EBRI,enrollment%20increased%20t0%2023%2 0rkikicrinafter Fronstin,

Enrollmentin HSAEligible Health Plans: Slow and Steady Growth Continued Into 2018

67 More recent data from thissource was notpublcalla vai l able at the time this report w
Health Insurance Plandealth Savings Accounts and High Deductible Health Plans Grow as Valuable Financial
Planning ToolsApril 12,2018, p. 3https://mww.ahip.ord017-surveyof-health-savingsaccounts/

68 Gary Claxton, Matthew Rae, and Anthony Damico etEhployer Health Benefits 2019 Annual Surwégiser
Family Foundation and Health Research and Educational Trust, September 25, 2019, phttg2/fées.kff.org/
attachmenReportEmployerHealth-BenefitsAnnuat Survey2019 Hereinafter Claxton, Rae, aBamicoet al.,
Employer Health Benefits.
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69 Claxton, Rae, and Long et dEmployer Health Benefitp. 141.
0 Claxton, Rae, and Long et @&mployer Health Benefitp. 143.

"I This analysis inclded surveys produced by EBRI/Greenwald & Associates, KFF, Mercer, NCHS, and AHIP.
Fronstin,Enrollmentin HSAEligible Health Plans: Slow and Steady Growth Continued Into 2018.

72 previous iterations ohte KFF and Mercer sources were included inEBR&I issue brief analysi€laxton, Rae, and
Long et al. Employer Health Benefitp. 142 andercer,National Survey of EmploySponsored Health Plans 2019:
Survey Tables2020.

73 Tax returns can represent contributions to more than one HSA accounsgielses contributing to each of their
own HSAs). The IRS estimates do not account for individuals who were éfigile but did not contribute to, or
receive contributions for, an HSARS analysis of Internal Revenue Servigtistics of Incom®2017Individual
Income Tax Returrisne Item Estimatepp. 2, 196https://mww.irs.govpubirs-pdf/p4801.pdf

Congressional Research Senice 16



Health Savings Accounts (HSAs)
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Figure 1.Tax Returns Reporting HSA Contributions ,TY2004-TY2017
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Source: CRS analysis of Internal Revenue Sen®@| Tax Sta Individual Income Tax Returns, Line Item
Estimatesat https://www.irs.gostatisticséoitax-statsindividualincometax-returns-line-item-estimate s

Notes: TY =tax year.HSA= health savings accoufltax return categoriesare not mutually exclusive (e,@
tax return can have both individual and employer contributiof@x returns carrepresent more than one
individual and thereforeontributions to morethan oneHSA (e.g., spouses contributing to each of their own
HSAs) Employer contributiomelude employer contributions and employee contributions made through a
cafeteria planData do not account for tax returns of individuals who were H8HKgible butdid not contribute
to, or receive contributions for, an HSA.

For tax tyhpear c 2 Ottadxg erwotfuhiifhfacg ee nbtst hakk e r eport ed

empl opatr riibfumtiirodmnys consistent a2brls sTlhddeage gr ou
percenaanafgredsm3 % t o pk.a k9%3tshied a g e (sbekFeh g &)E%¢

Tk percentage of tax returns iwmdihdiadhuwalf betr eans a
is also fairly consistetn6t4d alchreosses paelrlc amptea gea so urpa 1
1. 1% to 2. 4%s annld i vRiccedgmarlskd casgpebs € eagage of tax r e

within anmakem@r eoduwarli bl wtwiclrm bpeeirsc ent age of r et urt
makiemgpl opat riwhisddogngtelsatts f eeweirgi Y342 i ndividuals
contributions to aonysHStAt iomg.side of the empl

"4 Internal Revenue Servic§0I Tax Stats Individual Income Tax Returns, Line ltéfstimatesat
https://mmw.irs.govétatisticséoitax-statsindividuakincometaxreturnsline-item-estimates

75 Age for joint returns was basesh the primary taxpayerage.CRS analysis of data provided by Internal Revenue
Service (IRS), Statistics of Income (SOI) Division (provided December 2019) and IRS Publication 1304.
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Figure 2. Percentage of Tax Returns Reporting HSA Contributions inTY2017,byAge
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Source: CRS analysis ofata provided bynternal Revenue Service (IRSjatistics of IncoméSOIl) Division
(provided December 2019and IRS Publication 1304.

Notes: TY =tax year.HSA = health savings accou¥tAxis Maximum = 10%/lax return categories are not
mutually exclusive (e.g., a tax return can have both individual and employer contribufiaxskturns can

represent more than one individual and therefore contributions to more than one HSA (e.g., spouses
contributing to each of their own HSAsAge for joint returns was based on the primary taxpayerge.

Employer contributionglude employer contributions and employee contributions made through a cafeteria plan.
Data do not account for tax returns of individuals who were H8Wgible but did not contribute to, or receive
contributions for, an HSA.
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which would preclude an ot her ovliisgilbnllea.gliditd onn d i
t hoasgeed ¥ 6 uveamgndd a @2ddenld9 t o have lower rates of »p
enr ol(lrmeelnatt i ve to ptwWwhrchgeednoapinkges )populatio
eliglible
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The dfé6pin the numbdS Ao tr ditbnmttnhoen r6eSp oarntdi nogv e r a ¢
is most likely associated wihaegoe 6i5n dainvdi dnuoa 11so negnerro
being eligible tas c@onmtesiudut #Tthe vaorh xHSaAd tod 1 me n t

indicate HSA c¢ oentprriibmatriya gteadwpbadyrearn dihso ver may be

76 Tax dependency and private health insurance coverage dependencylarynsaparate determinations. For

example, an individual may be considered a dependent on a p
considered atax dependent to such parent. Tax dependency is defined in statute at 26 U.S.C. 8§15 ehegbtiiv

insurance coverage dependency requirements can be fod@dJas.C. §8300gd 4.

“TEdward R. Berchick, Jessica C. Barnett, and Rachel D. Uptealth Insurance Coverage in the United States:
2018 U.S. Census Bureau, November 2019, iit6ps://wwmw.census.goadntentdamCensudibrary/publications/
2019Hemop60-267.pdf

78 For more information on the relationship between HSAs and MedliseeCRS In Focus IF1142%ealth Savings
Accounts (HSAs) and Medicare
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percentages ranged from 0. 1% in ttkel bwghas AGI
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Thiencrpaswedlence of HS A acxo mweit tiulr wMGiIpsm 8 mialmaorn gt o
the fipdenvgosustdhracth lloPBh& edda taattthe awdhetatwaship
HSA utilizat®® on and income.

“For more information on Adjusted Gr osGRS Repart®Rin36110,s ee “ Adj us't
Federal Individual Income Tax Terms: An Explanati@RS analysis of data provided by Internal Revenue Service
(IRS), Statistics of Income (SOI) Division (provided December 2019) and IRS Publication 1304.

80 One report by the).S. Government Accountability Office looked at IRS data from 2005 and one study looked at IRS
data from 2012. U.S. Government Accountability Offld&EALTH SAVINGS ACCOUNTS: Participation Increased

and Was More Common among Individuals with Higher IncQi8a8-08-474R, April 2008 https://mww.gao.gov/
productsGAO-08-474RandLorens A. Helmchen, David W. Brown, and Ithai Z. Lurie, et‘dHealth Savings

Accounts: Growth Concentrated Among Higlcome Households and Large Employ&tdealth Affairs Journal, vol.
34,n0.9 (September 2015), p. 159https:/mww.healthaffairs.ordbi/fabsi0.1377hlthaff.2015.0480
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Figure 3. Percentage of Tax Returns Reporting HSA Contributions inTY2017, by
Adjusted Gross Income
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Source: CRS analysis of data provided by Internal Revenue Service (IRS), Statistics of Income (SOI) Division
(provided December 2019) and IRS Publication 1304

Notes: TY =tax year.HSA = health savings accou¥tAxis Maximum = 20%/l ax return categories are not
mutually exclusive (e.g., a tax return can have both individual and employer contribufiemseturns can
represent more than one individual and thereforentributions to more than one HSA (e.g., spouses
contributing to each of their own HSAsEmployer contributiomelude employer contributions and employee
contributions made through a cafeteria plan. Data do not account for tax returns of individualsweteoHSA
eligible butdid not contribute to, or receive contributions for, an HSA.
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81 Caution should be exercised in comparing contribution and withdrawal statistics since HSA withdrawals may be tied
to contributions from a previous tax year. As such, the population of tax returnsthatindicated an HSA withdrawal is
not the same as the pdation of tax returns that indicated an HSA contributibriernal Revenue Servic80I1 Tax

Statsi Individual Income Tax Returns, Line Item Estim asehttps://www.irs.govétatisticsoirtax-statsindividuat
incometax-returnsline-item-estimates

82 CRS analysis of Internal Revenue Servi8tatistics of Incom®2017Individual Income Tax Returrsne Item
Estimatespp. 2, 196https://mww.irs.govwubirs-pdf/jp4801.pdf
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Figure 4.Tax Returns Reporting Non -rollover HSAWithdrawals ,TY 2004-TY 2017
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Source: CRS analysis of Internal Revenue Sen®@| Tax Sta Individual Income Tax Returns, Line Item
Estimatesat https://www.irs.golstatisticséoitax-statsindividualincometax-returns-line-item-estimate s

Notes: TY =tax yearHSA = health savings account. HSA withdradatainclude tax returns that made
withdrawals for nonqualified medical expensé&sax returns can represent are than one individuabhnd

therefore tax returns can represent more than one H§A.g., spouses withdrawing from each of their own
HSAs) Data do not account for tax returns of individuals who had an HSA but did not make a distribution from
an HSA. Datalo not correspond to HSAeligibility.
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83 CRS analysis of data provided by Internal Revenue Service (IRS), Statistics of Income (SOI) Division (provided

December 2019) and IRS Publication 1304.

84 paul Fronsh and Jake Spiegelrends in Health Savings Account Balances, Contributions, Distributions, and

I nvest ments, 201102018: Est,EmgoyeeBenéfit Resaarch mgitute Badhlaryd,SA Dat abas
2020,p. 13.

85 Agency for Healthcare ResearchdaQuality, MEPS Summary Tables: Use, Expenditures, and Population
https://mmw.meps.ahrg.gowepstrendsic_use/
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Figure 5. Percentage of Tax Returns Reporting Non  -rollover HSA Withdrawals in
TY2017,byAge
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Source: CRS analysis of data provided by Internal Revenue Service (IRS), Statistics of Income (SOI) Division
(provided December 2019%and IRS Publication 1304

Notes: TY =tax yearHSA = health savings accou¥tAxis Maximum = 10%4SA withdrawaldatainclude tax
returns that made withdrawals for nequalified medical expensé&x returns can represent more than one
individualand therefore tax returns can represent more than one HSA (e.g., spouses withdrawing from each of
their own HSAs) Age for joint returns was based on the primary taxpayage.Data do not account for tax

returns of individuals who had an HSA but did matke a distribution from an HSAata do not correspond to

HSA eligibility.
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86 CRS analysis of data provided by Internal Revenue Service (IRS), Statidticome (SOI) Division (provided
December 2019) and IRS Publication 1304.
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Figure 6. Perce ntage of Tax Returns Reporting Non-rollover HSA Withdrawals in
TY2017, by Adjusted Gross Income
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Source: CRS analysis of data provided by Internal Revenue Service (IRS), Statistics of Income (SOI) Division
(providedDecember 2019) and IRS Publication 1304

Notes: TY =tax year.HSA = health savisgaccountY-Axis Maximum = 20%4SA withdrawaldatainclude tax
returns that made withdrawals for nequalified medical expensé&x returns can represent more than one
individualand therefore tax returns can represent more than one HSA (e.g., spowgbsirawing from each of
their own HSAs) Data do not account for tax returns of individuals who had an HSA but did not make a
distribution from an HSA. Datdo not correspond to HSAeligibility.
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